Strategic Goal #1: For qualified transactions, aggressively
match financing offersfrom foreign, officially supported
competitors.

Annual Performance Goal 1.1: In FY2001, provide financing that meetsall confirmed
competition on qualified loan and guarantee transactions.

M easur €;

Data Sour ce:
Authorization data from Ex-1m Bank’ s accounting system

Baseline:

Final approval requests received by Fiscal Y ear and the disposition of the request
FY96 FY97 FY98 FY99 FY00*

Number of Cases facing
confirmed competition 2 13 20 ! 3
Number of Cases where Ex-
Im Bank financing considered 25 12 19 7 3
competitive
Numb_er of Caseﬁ_ a_ll leged to 65 119 158 107 9
be facing competition

*preliminary

Verification and Validation:

Ex-Im Bank has established in its case processing computer system afield for capturing
dlegations of competition and an indicator for confirmation of that competition. The credit
officer working on the case will discuss with the customer the level of competition for the
transaction and if it gppears that competition supported by officid government financing exists
will query the ather ECA for confirmation. Such confirmation is received in written form (elther
by fax or inter-country e-mail). Should the transaction go forward with Ex-Im Bank financing
support, the transaction is considered to be competitive. Should the transaction fail to go
forward, the credit officer would discuss with the customer the reasons for not proceeding
forward. That information is also included in Ex-Im Bank’ s case processing system. Al
dlegations of losses are further investigated by the Policy and Planning divison and confirmed
with the customer. The reasons for loss are also developed so that Ex-Im Bank can determine
whether programmatic or policy changes should be considered in order to improve Bx-Im Bank’s
competitive pogtion.

Comments:

Although approximatdy 1/3 of Ex-1m Bank financing requests (by number of final commitment
gpplications received) have competition dleged, very few of those dlegations are investigated
and confirmed. Ex-1m Bank plans to increase the number of dlegations it investigetes to a point
where aff believes a least 95% of dl truly competitive Stuations have been confirmed.



Means and Strategies:

2001 Strategies
Ex-1m Bank will reviseits current market survey reports to develop better information on
issuesthat are key to Ex-Im Bank’s competitiveness. With this new information, Ex-1m
Bank will begin areview of each of the rlevant policiesincluding Ex-Im Bank’s U.S.
content policy.

Ex-Im Bank will establish alocal currency guarantee program, a variant of the existing
foreign currency guarantee program.

Ex-Im Bank will work with the Treasury Department to develop a program for matching
“untied” aid offered by Japan.

Means

Human Resources:

Ex-Im Bank will have 47 FTES engaged in reviewing gpplications, performing andysis and
making recommendations for loan or guarantee support. These resources are aso applied to
annua performance god 3.4.

Program Budget:

Ex-Im Bank does not set-aside budget authority for individua gods (other than 10% for small
business support). Thus, within the boundaries of need for Ex-1m Bank, the firgt transaction in

has the first access to financing support. Unlike other government credit programs, Ex-1m Bank
does not dlocate financing to certain markets or industries; rather it responds to the needs of the
market. For example, asaresult of the Asacriss, in FY' 1999 demand for financing in Asawas
sgnificantly lower than in previous fisca years, but the demand for Ex-1m Bank financing was

dill 9gnificant. Ex-1m Bank was able to provide financing for those transactions that needed
assistance and therefore, was able keep U.S. exports (and the jobs associated with those exports)
from dedlining even further.

Ex-1m Bank requests program budget based on the expected demand for its service, but does not
historically break down demand based on the market imperfection being addressed.

Nonethdless, higtorica data does suggest that the level of demand to face competition will bein
the $100-500 million range, and therefore, the need for program budget for this god is around
$25 million.

Adminidrative Budget:
Ex-Im Bank has dlocated $303,750 for travel related to specific transactions (including dedl-
specific travel expenses for atorneys and engineers who are eva uating the transaction). These

travel expenses are aso used to support annua performance goa 3.4. No other specid
adminigtrative budget resources are required for this god.

Technical Resources:




Ex-Im Bank will use existing computer and management informeation systems, with the addition
of certain customized analytical reports, to achieve thisgod.

External Factors:

The externd factor most likely to affect Ex-Im Bank’ s ability to meet thisgod isthe trend of
globa economic conditions. Demand for Ex-Im Bank financing istypicaly at its pesk during
poor to normd conditions, not during catastrophic or excelent globa economic conditions.
For example, the Latin America criss of 1982 resulted in adramatic drop in Ex-1m Bank
financing as demand for exports declined and the risk of transactionsincreased. Corversdly,
the Asafinancid criss of 1998 resulted in an increased demand for Ex-Im Bank financing
as the Bank was called upon to assume the additiona risk of Asian buyersfor short- and
medium-term transactions. Prior to the financid crigs, many Adan countries experienced
strong economic conditions and buyers in these markets were able to access commercia
financing. However, where a combination of catastrophic economic and political conditions
is observed, demand for financing is weak or non-existent.

Ex-1m Bank is eva uating the degree of change that foreign ECAs are pursuing in their export
finance programs and practices. Ex-1m Bank’s ability to remain competitive with foreign
ECAs s affected by the pace and scope of these changes. The faster and more expansive the
changes, the harder it will be for Ex-Im Bank to achieve case-by-case competitiveness.

In addition, to the extent that the changes in foreign ECA’ s programs and practices reflect a
fundamentd shift in misson/gods to unilaterd export promotion in support of industria
policy, Ex-1m Bank will be generdly disadvantaged unless afundamental philosophical shift
occurs within the US government.

Annual Performance Goal 1.2: In FY 2001, revisethe overall financing program for limited
recour se project finance transactions so that it can strongly compete with, in all material
respects, offersmade by foreign ECA'sfor such transactions.

M easur e:

Data Source:
Authorization data from Ex-1m Bank’ s accounting system

Baseline:

Ex-Im Bank has just started counting proj ect finance deds lost for competitiveness reasons, but
current surveys indicate that Ex-Im Bank is uncompetitive in two broad areas. procedures and
philosophy. Specificaly, severd of Ex-Im Bank’s procedures perceived as too negative.



Status of Project Finance Deals

FY96 FY97 FY98 FY99 FY00*

Total Number of Project
Finance dealsinitiated with Ex-
Im Bank at all commitment
levels

31 123 79 74 72

Number of Project Finance
dealsinitiated with Ex-lm Bank 10 4 5 5 9
as a Final Commitment

Number of Project Finance
deals closed/completed with Ex- 8 8 0 1 7
Im Bank

Number of Project Finance
deals closed/completed without 1 1 0 1 1
requiring Ex-ImBank financing

Number of Project Finance
dealslost 0 0 0 0 0

*preliminary

However, it should be noted that the information gathered relates to specific applications.
Projects sponsors and exporters frequently tell staff that Ex-1m Bank is not directly gpproached
on transactions because Ex-1m Bank is thought to be less competitive. Thisis the case with
severd projectsin Chinawhere Foster Wheeler never approached the Bank, but went to Spain's
export credit agency for support, thus switching potential US exports to Spain. Because these
deals were never actud applications at Ex-Im Bank, they are not included in the database. Enron,
Generd Electric and other US companies have followed smilar practices and shifted
procurement overseas to access foreign ECA support.

Verification and Validation:

Ex-Im Bank’s Structured Finance group maintains close relaionships with large U.S. project
goonsors. When thereis a problem with competitiveness, this group of companies has not been
gy inletting Ex-1m Bank know of the problem. However, amore formal communication
method has been established through an annual customer survey on competitiveness. This
aurvey is prepared annudly by the Policy and Planning division and sent to a wide number of
U.S. exporters (including a sample of project sponsors). The Policy and Planning division
compiles the results of the survey and shares them with the relevant programs and divisions. In
addition, the Structured Finance divison will initiate a project finance specific competitiveness
urvey.

Means and Strategies:

2001 Strategies

Ex-Im Bank will conduct a project finance specific survey of the competitiveness differences
between ECAs on an industry-by-industry basis.



Ex-1m Bank will make locd cogt financing more readily obtainaole.
Ex-Im Bank will share financid advisory services with other ECAs.

Ex-Im Bank will work with financid indtitutions to develop more attractive financing
practices by being more flexible in Ex-Im Bank guarantee processing procedures.

Means

Human Resources:

The Structured Finance group currently has a staff of 10 engaged in reviewing applications,
performing andyss and making recommendations for transactions facing foreign, officidly
supported competition.

Program Budget:

Ex-Im Bank does not set-aside budget authority for individua gods (other than 10% for smdll
business support). Thus, within the boundaries of need for Ex-1m Bank, the firgt transaction in

has the first access to financing support. Unlike other government credit programs, Ex-1m Bank
does not dlocate financing to certain markets or industries; rather it responds to the needs of the
market. For example, asaresult of the Asacrigs, in FY'1999 demand for financing in Asawas
sgnificantly lower than in previous fisca years, but the demand for Ex-1m Bank financing was

dill 9gnificant. Ex-1m Bank was able to provide financing for those transactions that needed
assistance and therefore, was able keep U.S. exports (and the jobs associated with those exports)
from dedlining even further.

Ex-1m Bank requests program budget based on the expected demand for its service, but does not
historically break down demand based on the market imperfection being addressed.

Nonethdless, higtorica data does suggest that the level of demand to face competition will bein
the $1.5 - $2 billion range, and therefore, the need for program budget for this god is around
$245 miillion.

Adminidrative Budget:
Ex-Im Bank has dlocated atravel budget of $123,750 for pursuit of thisgod. Thisgod
typicaly requires ded- specific travel where loan officers, engineers and atorneys perform due

diligence and/or dedl negotiations. No other specia administrative budget resources are required
for thisgod.

Technical Resources:

Ex-1m Bank will use existing computer and management information systems, with the addition
of certain customized anaytical reports, to achieve thisgod.

External Factors:

The externd factor mogt likely to affect Ex-1m Bank’ s ability to meet thisgod isthe trend of
globa economic conditions. Demand for Ex-1m Bank financing istypicdly &t its pesk during
poor to norma conditions, not during catastrophic or excellent globa economic conditions.



For example, the Latin Americacrisis of 1982 resulted in adramatic drop in Ex-Im Bank
financing as demand for exports declined and the risk of transactionsincreased. Conversdly,
the Adafinandd crisis of 1998 resulted in an increased demand for Ex-Im Bank financing
as the Bank was called upon to assume the additiond risk of Asian buyers for short- and
medium-term transactions. Prior to the financia criss, many Asan countries experienced
strong economic conditions and buyers in these markets were able to access commercia
financing. However, where a combination of catastrophic economic and political conditions
is observed, demand for limited recourse project financing is weak or non-existent.

Ex-Im Bank is evaduating the degree of change that foreign ECAs are pursuing in their export
finance programs and practices. Ex-Im Bank’s ability to remain competitive with foreign
ECAs s affected by the pace and scope of these changes. The faster and more expangve the
changes, the harder it will be for Ex-Im Bank to achieve case-by-case competitiveness.

In addition, to the extent that the changesin foreign ECA’s programs and practices reflect a
fundamenta shift in missor/godsto unilatera export promation in support of industria
palicy, Ex-Im Bank will be generdly disadvantaged unless a fundamenta philosophica shift
occurs within the US government.

Annual Performance Goal 1.3: In FY2001, further develop an overall financing program

for largeaircraft transactions which strongly competes with the offersthat can be made
pursuant to foreign ECA support for Airbus.

Ex-Im Bank’ s objective for this annual performance goal is that no U.S. aircraft manufacturer
will feel at a competitive disadvantage on financing in comparison with financing offered by
foreign ECAs.

M easur e:

Data Sour ce:
Survey of buyers on what is not competitive in Ex-Im Bank’ s aircreft financing offers.

Baseline:

A current survey of U.S. aircraft manufacturers indicates that there has not been a dedl where the
manufacturer felt competitively disadvantaged on financing. However, the market is becoming
increasingly competitive and Ex-Im Bank believesit will need to develop new program offerings
that will continue to effectively compete with foreign aircraft manufacturers such as Airbus.

Airbus, the European aircraft manufacturing consortium, aggressively continues to pursue its
dated god, which isto obtain 50% of al commercid jet aircraft orders thereby ending the
United States (i.e., Boeing's) dominant position in the large commercid arcraft industry. The
European export credit agencies continue to provide aggressive financing support for Airbus
customers. This aggressive support by the European ECAsis exhibited in three principd ways.

1. through European ECA support for awide variety of arlinesin adiverse number of
countries of various credit qudity,



2. through European ECA participation in “mismatch loan structures’, the effect of which is
to provide an arline with longer than 12 year debt economics, and

3. through European ECAS offers of a“no cost” three year fixed interest rate option.

In response to the aggressive support afforded Airbus by the European ECAS, the export
community has requested more flexibility with respect to Ex-Im Bank support for third country
content. Specifically, exporters suggested that to compete with the European ECAS, Ex-Im
Bank’ s third country content policy should follow an aggregate approach and in some cases, the
third country content threshold should be raised beyond the current 15% level. Exporters have
aso commented that the widespread use of the market window (by KfW in Germany) makesit
necessary for the US to establish a market window to compete with Airbus. In addition, the
export community maintains that Ex-1m Bank’ s practice of exceptionaly charging higher than a
3% exposure fee to compensate for increased risk puts the US exporter at a disadvantage vis-a
vis the European ECAS, which do not charge more for aircraft transactions in riskier markets.
Despite these perceived shortcomingsin Ex-Im Bank financing support, however, the export
community does not dlegethat it has lost sdes dueto inferior officid export credit support from
Ex-Im Bank.

Verification and Validation:

Ex-Im Bank’ s Trangportation group maintains close relationships with the U.S. manufacturers of
arcraft. When thereis a problem with competitiveness, this group of manufacturers has not
been dhy in letting Ex-1m Bank know of the problem. However, amore forma communication
method has been established through an annual customer survey on competitiveness. This
survey is prepared annudly by the Policy and Planning divison and sent to awide number of
U.S. exporters (including U.S. arcraft manufacturers). The Policy and Planning division
compiles the results of the survey and shares them with the relevant programs and divisions.

Means and Strategies.

2001 Strategies

In order to remain competitive, Ex-Im Bank is being cregtive in designing its own financing
gructures that attempt to allow the U.S. arcraft manufacturing industry to compete effectively
againg Airbus and the European ECAs. The objective of these more creetive financing
dructuresisto neutraize therole of officidly supported financing in an airling s aircraft

purchase decision and/or to enhance the creditworthiness of certain transactions to enable Ex-Im
Bank support to be issued. Specificdly, Ex-Im Bank will increase itsflexibility in gpplying
processing procedures, to facilitate more competitive financing structures.

2001 Means

Human Resources.
Ex-Im Bank currently has 9 FTES engaged in reviewing gpplications, performing analyss and
meaking recommendations for aircraft financing offers.

Program Budget:




Ex-Im Bank does not set-aside budget authority for individua gods (other than 109 for smdll
business support). Thus, within the boundaries of need for Ex-Im Bank, thefirg transaction in
has the first access to financing support. Unlike other government credit programs, Ex-1m Bank
does not alocate financing to certain markets or indudtries; rather it responds to the needs of the
market.

Ex-Im Bank requests program budget based on the expected demand for its service, but does not
historicaly break down demand based on the market imperfection being addressed.

Accordingly, the current aircraft delivery schedule suggests thet the level of demand for Ex-Im
Bank support will bein the $3 - $3.5 hillion range, and therefore, the need for program budget
for thisgod is around $400 million.

Adminidrative Budget:

Ex-Im Bank has dlocated atravel budget of $50,000 for pursuit of thisgod. Thisgod typicaly
requires dedl- specific travel where loan officers perform due diligence and/or ded negotiations.
No other specid adminigtrative budget resources are required for this goal.

Technical Resources.

Ex-Im Bank will use existing computer and management information systems, with the addition
of certain customized andytical reports, to achieve thisgod.

External Factors:

The externd factor most likely to affect Ex-Im Bank’ s ability to meet thisgod isthe trend of
globa economic conditions. Demand for Ex-1m Bank financing istypicaly at its pesk during
poor to norma conditions, not during catastrophic or excdlent globa economic conditions.

Ex-Im Bank is evauaing the changes made by foreign ECAsin their export finance
programs and practices as they relate to aircraft. Ex-1m Bank’s programs and practices may
be influenced by the pace and scope of changes in competitive factors.

In addition, to the extent that the changes in foreign ECA’s programs and practices reflect a
fundamenta shift in misson/goas to unilaterd export promotion in support of industria
policy, Ex-lm Bank will be generaly disadvantaged unless a fundamental philosophical shift
occurs within the US government.



